


































DAIRY POLICY: BAD FOR MINNESOTA FARMERS

This year has been a difficult one for
Minnesota's dairy producers and for dairy
farmers throughout the nation. In just a
few months last fall, the market price for
milk dropped by almost 30 percent, by
about $4 to its current price of $10.10 per
hundredweight. According to USDA
figures, that price (about 87 cents a
gallon) is well below the average cost of
production. Consumers, of course, well
know that they have seen no equivalent
drop in the price of milk at the grocery
store. At $10.10 per hundredweight,
economists at the University of Wisconsin
anticipate the loss of two to three
thousand dairy farmers in that state alone,
and Minnesota can expect to go through
a similar shakeout.

Part of the problem is that the support
price is simply too low. Recently, the
House Agriculture Committee put
together a proposal which would have
increased the minimum support price to
$12.60 per hundredweight for two years,
and then dropped it back, first to $12.10
and then to $11.60. To avoid
overproduction, the bill would have
required USDA to levy an assessment on
dairy farmers to pay for distribution of the
surplus at the five billion pound surplus
level. If the surplus reached seven billion
pounds, then USDA would have imposed
a two-tier pricing schedule, guaranteeing
the full support price for current levels of
production, but then only providing for $3
- 5 per hundredweight for additional
production.

That bill had its flaws, including a
provision that would have exempted
southeastern states, but now the Bush
Administration has made it clear that it will
not support any dairy bill that will increase
the support price.

Even if the support price were at a
fairer level, however, federal dairy policy
suffers from more comprehensive
structural defects. The dairy industry is
tightly regulated by a complicated set of
USDA regulations called IImilk marketing
orders." The USDA's authority to

promulgate marketing orders comes from
the Agricultural Marketing Agreement Act
of 1937, a Depression-era law designed to
boost prices for dairy farmers, to provide
for the orderly marketing of milk and other
dairy products, and to meet the
consumers' need for adequate dairy
supplies at stable prices.

Whatever the original intent, however,
the current milk marketing order system is
contributing to the decline of Minnesota's
dairy industry. Problem NO.1 is the
system of geographic price differentials
for so-called Class I (fluid) milk. The
further a dairy farmer is from Eau Claire,
Wisconsin, the higher the price he
receives will be. For example, a dairy
farmer in Florida receives $4.00 more per
hundredweight than a dairy farmer in
Minnesota. While that may have made
sense in an era when a price differential
may have been necessary to assure fresh
milk supplies in non-dairy areas like the
South, it no longer reflects economic
reality and is now just a subsidy for
expanded dairy production in other parts
of the country. .

Problem No.2 is the application of
IIdown allocationII and IIcompensatory
payment" requirements to the marketing
of reconstituted milk. Particularly now
with advances in reverse-osmosis
technology, Minnesota dairy producers
ought to be able to ship their milk with
much of the water removed and thereby
market their products all Qver this nation.
The current milk marketing order system,
however, penalizes the marketing of
reconstituted milk by IIdown allocatingll it
to lower milk classes, and requiring dairy
handlers to make "compensatory
paymentsll on those shipments. The
result is that Minnesota's dairy producers
face a considerable trade barrier and are
denied a truly national market.

In January 1990, the Minnesota Milk
Producers Association (MMPA) filed a
class action lawsuit against USDA
challenging both the geographic price
differentials and the treatment of



reconsituted milk. While they were
unsuccessful in the lower court, their case
is now on appeal. At the same time,
USDA conducted a series of
administrative hearings last year on the
milk marketing order system, and they are
obligated to propose amendments within
the next few months. If those
amendments are unsatisfactory, we
anticipate continued litigation in the
courts.

Both the attorney general's office and
the state department of agriculture
continue to explore ways to remedy this
situation. If you have suggestions or need
additional information, please call the
Attorney General's Farm and Home
Preservation Hotline, at 1-800-652-9747.
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WETLANDS PROTECTION:
IMPACT ON MINNESOTA FARMERS

For most of our state's history,
wetlands were considered nuisances and
barriers to progress. Over one hundred
years ago, Minnesota enacted legislation,
much of it still on the books in modified
form, to promote drainage. Those
wanting a ditch may still, by petition,
cause a county to acquire a right-of-way,
build and maintain a ditch, and assess the
cost to those whose land has been
drained or made more drainable. For
counties and local watershed districts,
drainage programs remain a central part
of their mission.

Partly as a result of those pro­
drainage policies, Minnesota has lost
about 80 percent of its wetland acreage.
Nationally, half of the U.S.'s 215 million
acres of wetlands has been destroyed,
and we continue to lose approximately
290,000 acres per year.

In the past few years, however, there
has been a heightened awareness that
wetlands help to control flooding, that
they filter many wastes from our water
supplies, that they provide habitat and
breeding grounds for fish, birds, and
wildlife, and that they provide important
recreational opportunities. At the same
time, many farmers and urban developers
have strongly resisted any additional
government efforts to protect our wetland
resources, contending that they should
have the right to use their land as they
please or be compensated for their "loss. II

At the federal level, the two most
important wetland protection efforts have
been section 404 and Swampbuster.
Section 404 is part of the Federal Clean
Water Act of 1972, which generally
prohibits the "discharge of dredged and fill
material" into any "public waters" or
"wetlands" without a permit from the Army
Corps of Engineers. In 1989, four federal
agencies--the Environmental Protection
Agency (EPA), the U.S. Department of

Agriculture (USDA), the U.S. Department
of the Interior, and the Corps­
-promulgated rules and issued a manual
defining "wetlands" as:

--areas with hydric (mucky or peat­
based) soils;

--areas with a prevalence of
hydrophytic vegetation (specific plants
that thrive in moist areas); or

--areas that had water within 18
inches of the surface for at least seven
days during a growing season.

That definition potentially
encompassed millions of acres of land,
and, although many wetland advocates
portray section 404 as a paper tiger,
those rules proved hiQhlY controversial.
The Bush Administration has now
proposed a new definition. If approved, a
"wetlandll must have all three of these
characteristics:

--soils composed of much or peat or
other soils formed from constant soaking;

--the surface must be flooded for
fifteen (15) days or saturated for more
than twenty-one (21) consecutive days
during the growing season or periodically
flooded by tides; and

--more than half of all plants growing
in the area must be among the 7,000
species common to wetlands.

These rules appear to be equally
controversial, and additional refinement of
the federal definition of wetland for section
404 purposes can be expected.

Swampbuster, on the ()ther hand, has
been part of the federal farm program
since the 1985 farm bill,~lth()ugh it was
SUbstantially amended inthe 1990 farm
package. Under the original



Swampbuster program, farmers who
planted crops in converted wetlands
could be ruled ineligible for most farm
program benefits, including price support
loans, deficiency payments, federal crop
insurance, disaster payments, storage
payments, and some Farmers Home
Administration (FmHA) loans. The
definition was unclear, enforcement was
erratic at best, and the only penalty
available--total termination of farm
program benefits--could not be tailored to
fit the severity of the violation.

The 1990 farm bill made several
significant changes:

--The definition of IIwetlandll was
amended to clarify that all three wetland
characteristics--hydric soil, wetland
hydrology, and hydrophytic vegetation­
-must be present for a parcel to be
considered a wetland.

--The bill permits USDA to impose
monetary penalties from $750 to $10,000
for inadvertent wetland conversions
(when the farmer converts the wetland in
"good faithII and without intent to violate
the law, and has not otherwise violated
Swampbuster in the previous ten years).
This compares with the "death penalty"
requirement (cutoff of all program
benefits) in the old law.

--USDA can exempt farmers from a
cutoff of benefits for violations caused by
third parties beyond their control, and can
give farmers the option of IImitigating"
wetland conversions by restoring an
equivalent area to wetland status.

--Conversion of wetlands for
agricUltural use, rather than the actual
planting of a crop, is now the trigger for
Swampbuster violations.

--Prior to cutting off benefits, USDA
will be required to map wetlands and
perform onsite reviews in wetland
determination disputes.

At the state level, legislation to protect
wetlands has been equally complicated
and reflects a number of difficult
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compromises. For over ten years now,
state law has generally prohibited the
drainage of public waters and wetlands,
but that prohibition has been riddled with
exceptions. That law, currently
administered by the state department of
natural resources (DNR), exempts
wetlands of less than ten acres in
agricultural areas or two and one-half
acres in cities. It does not include
wetlands flooded in the spring and after
heavy rains, but not otherwise (Type 1
wetlands), nor does it include wetlands
kept moist by groundwater, swamps, or
peat bogs. Moreover, even on those
wetlands covered by the law, the DNR
was obligated either to buy the land or
enroll it in a program called the water
bank if it determined that it was a wetland
but could be converted into productive
cropland.

This past year, the state legislature
enacted a new wetlands bill, hailed as "no
net lossll legislation. For Minnesota
farmers, however, this new bill should
pose no great burden (Swampbuster is
tougher), and indeed, it may provide an
opportunity for farmers to get financial
compensation in some cases if they are
willing to agree not to drain wetland acres.

Again, this bill reflects a lot of tough
compromises:

--If the land has been cropped in six
out of the past ten years, it is exempt from
the law's requirements.

--If a farmer is participating in a federal
farm program, his or her land is exempt.

--Type 1 wetlands (those wet only
after heavy rains or during seasonal
floods) are exempt.

--Wetlands of two acres or less are
exempt.

--Farmers may maintain and preserve
existing drainage and ditch systems
without penalty.



--$12 million in bond revenues will be
available for the State-to purchase
easements from landowners who agree
not to drain or agree to restore wetlands
already altered from their natural
condition. For easement purposes,
wetlands will be valued at 50 percent of
the surrounding agricultural land in the
area, wooded land surrounding wetlands
at 60 percent, and tillable land at 90
percent.

--If landowners do drain or otherwise
damage wetlands, the law may require
them to replace or mitigate the lost
wetland, or create a new wetland of at
least equal value to the public and in the
same county or watershed. In agricultural
areas, the mitigation ratio will be 1 : 1; in
nonagricultural areas, the mitigation ratio
will be 2: 1.

Farmers can expect that wetlands
protection will continue to be a difficult
issue at all levels of government.
Congress has several wetlands protection
bills under consideration, the
administration has made legislative
proposals, and Minnesota's state
legislature can be expected to revisit the
so-called "no net loss" bill as soon as next
session. If you would like more
information, contact the state board of
water and soil resources at (612)296-3767
or call the Attorney General's Farm and
Home Preservation Hotline, at 1-800-652­
9747 or 297-4111 in the metro area.
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AGRICULTURAL CHEMICALS

ENVIRONMENTAL REGULATION

Over the past few years the
environmental regulation of agricultural
chemicals has changed dramatically. This
article briefly describes some of the
changes that are of special concern to
farmers.

The environmental laws primarily
attack two pollution problems: (1)
INCIDENTS, for example, a spill of
agricultural chemicals at a Co-op; and (2)
NON-POINT source pollution, for
example, the contamination of drinking
water in an area due to the normal
application of pesticides or fertilizers to
crops. The following are some of the
programs designed to combat these
sources of pollution.

Best Management Practices (BMP'S) are
farming methods and technique designed
to reduce IInon-point sourcell pollution
while maintaining high yields. Farmers in
environmentally sensitive areas adopt
BMP's voluntarily. The Minnesota
Department of Agriculture has developed
BMP's to reduce levels of nitrates and
atrazine in groundwater. For more
information on BMP's contact Jerry
Spetzman, (612) 297-7269, at the
Department of Agriculture.

Waste Pesticide and Container Collection.
The Minnesota Department of Agriculture
manages a program to collect old,
unusable pesticides and used pesticide
containers free-of-charge in counties
around the state. For more information,
call Larry Palmer, (612) 297-7082, at the
Department of Agriculture.

Incident Reporting. Whenever an
lIincidentli occurs, for example, if a tank
with liquid fertilizers tips and spills onto the
ground, that accident has to be reported.
Any person who is Ilresponsiblell for that
incident or who owns property where the

incident occurs must by law report that
incident. To report an incident, call Roger
Mackedanz, (612) 649-5451 (metro area)
or 1-800-422-0798, toll free.

Uability. If a person is Ilresponsiblell for an
Ilincident, II that person may have to pay
the costs of cleanup of that incident. for
example, if a person is driving a tractor
and pulling a tank of liquid fertilizer that
tips, that person or that person's
employer will likely have to help pay for
the cleanup. Therefore, it is essential from
both an environmental and economic
standpoint to store, transport, and apply
agricultural chemicals cautiouslyl

Agriculture Chemical Response and
Reimbursement Account (ACCRA). A
Ilresponsible partyll or an owner of land
may be able to get reimbursement for the
cost of cleaning up an agricultural
chemical incident. For more information
on the reimbursement program, call
Sharon Huber, (612) 297-3490, at the
Department of Agriculture.

Other aspects of pesticide regulation
have not changed as much over the
years, but are still important in protecting
the environment.

Label Instructions. All pesticides are
accompanied by a label that instructs the
user how to apply the pesticide. A failure
to follow the instructions is a violation of
federal and state law, and can subject the
violator to substantial civil or
administrative penalties and even criminal
prosecution.

Ucensing and Certification. Pesticides
identified on the label as restricted use
pesticides can only be applied by a
licensed or certified applicator. For
example, if a farmer intends to use
restricted use pesticides, that farmer must
take an open-book test and pay a small
fee to become certified.



PESTICIDES CAN CAUSE CROP
DAMAGE

In the spring of each year, pesticide
advertisements blitz the state's airwaves.
The ads talk about IIno carryover,II

IIreachback, II and other advantages of
using pesticides (Le., herbicides,
insecticides, and fungicides). But, these
ads say very little about the potential for
crop damage when one product is mixed
with another, or when bad weather follows
the application.

In many cases, even if the label
directions are followed carefully, a farmer
may experience crop failure. And, if a
farmer hires someone else to apply the
pesticide, the farmer may never see the
label warning him or her of the potential
for crop loss.

State law mandates that consumers
have the right to know how the products
they buy will perform, and what conditions
will hamper the performance. For
instance, farmers have the right to know
the risks of tank mixing two products.
Farmers also have a right to know that
certain weather conditions may cause
pesticides to harm a crop.

If a pesticide harms a crop, and a
farmer was not properly informed of that
risk, the farmer may have the right to
recover damages from the manufacturer
of the product.

To protect a claim of crop injury,
consider taking the following steps:

1. Keep the label directions, any
advertising materials on the product, and
sales receipts.

2. Record when the spraying
occurred and the amount of the chemical
used.

3. Take photographs of the
damaged and undamaged areas
periodically throughout the growing
season. Mark the photographs with dates
and location.
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4. Take samples of the affected
plants and have them examined by an
expert, such as a representative of the
local extension service.

To avoid damage to crops, read the
label of the pesticide and consult an
expert from the local extension service
about using a particular product. If such
precautions fail, you may have a legal
right to compensation.

For more information, contact the
Attorney General's Farm and Home
Hotline at 1-800-652-9747, the University
of Minnesota Extension Service at (612)
625-8700, or the Department of
Agriculture at (612) 297-5732.



PRODUCER PROTECTIONS AGAINST NONPAYMENT

Recently, a group of Minnesota
farmers received several hundred
thousand dollars through the Minnesota
Department of Agriculture when the
company that had contracted to buy their
poultry went broke. Other Minnesota
farmers received substantial amounts
from a grain buyers bond when a grain
elevator failed to pay them for their grain.

These farmers almost lost their rights
to obtain this money because they waited
too long to file their claims with the
Department. Many other farmers who
might have been eligible to receive
payment received nothing because they
either did not know of the bonding
protection available, or waited too long
before putting in a claim.

The Minnesota legislature has
recognized the unique hazards faced by
farmers in the sale of their farm goods and
has instituted several programs to protect
their interests. Most of those who buy
grain, livestock, and produce (including
perishable produce, milk and dairy
products, and poultry and poultry
products) from Minnesota farmers must
be licensed by the Minnesota or United
States Departments of Agriculture. As a
condition for licensing, those who
purchase such products from Minnesota
farmers must be bonded to assure that
payment will be made. When buyers of
those products default, farmers can apply
to the licensing agency and receive at
least partial payment through distribution
of the bond proceeds.

The first step that a farmer should
take is to assure that the person to whom
the farmer sells is either licensed or does
not need to be licensed. Most individuals
or organizations who buy from farmers
require a license. A license generally
should be posted in a prominent place at
the buyer's place of business, and, if it is
not, the buyer should be asked about
licensing. If the buyer is not licensed and
can present no reasonable explanation

why he or she is not, the farmer should
take his or her business elsewhere. The
farmer should also report the dealer to the
licensing agency since doing business
without a license is illegal. Unlicensed
dealers not only pose big risks to farmers,
but unfairly compete with those dealers
who go through the trouble and expense
of being licensed and bonded.

WHEN SHOULD I CALL?

1. Slow pay. If payment for your
farm products is not coming as quickly as
you expect, or if you are receiving partial
payment with the promise of more later,
call the regulators. Do not hesitate. If you
wait too long to file a claim, you may lose
your rights to payment. If you wait, and
your buyer is truly in trouble, other
farmers will get hurt as well. If too many
people lose money before the buyer stops
doing business, not only will more people
lose money, but those who file claims will
receive a smaller portion of their claims
from the limited bond proceeds.

2. Bouncing checks. Even if your
buyer promises to make the checkgqC)g,
and even if a later check clears, mor~
trouble is probably forthcoming. Fu!"t
issuance of a bad check violates. all
producer protection laws.

3. Change in buyers' busil"l
practices. If you are normallyp
immediately and paymentsno\¥
later, if you normally sell forc
encouraged to sell on a price
you are asked to signavoluh
extension of credit, or if som
doesn't feel right aboutt~
call and file a claim. If,in
is okay, you will havel()~t
will not have harmedYC>[J
fact, something is Wfq
protected yourself.
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WHO SHOULD I CALl?

1. Uvestock problems. Call the
Minnesota Department of Agriculture's
Livestock Division:

(612) 296-2292; or

the United States Department of
Agriculture's Packers and Stockyards
Administration:

(612) 290-3876

These agencies should be able to tell
you whether an individual or business is
licensed and bonded or if they do not
need to be licensed. Further, they will
provide information on how to file a claim
and may provide some help in
investigating the solvency or business
practices of a livestock buyer.

2. Grain elevators and buyers. Call
the Minnesota Department of Agriculture's

. Grain Licensing & AUditing Division:

(612) 341-7537

This division audits certain grain
buyers and warehouses and is in charge
of licensing and bonding grain dealers.
They can inform you about the applicable
law and give you information about
licensing and bonding of particular
businesses. They can also tell you how to
file a claim and provide necessary forms.

3. Wholesale producer dealers (milk,
perishable fresh fruits and vegetables,
and poultry and poultry products). Call
the Minnesota Department of Agriculture's
Wholesale Produce Section:

(612) 296-8620

They can tell you who is licensed and
bonded and provide necessary
information about making a claim. They
can also inform you about various other
protections provided for farmers by the
Minnesota Legislature. These other
protections include:

- mediation for contract disputes,

- protections to those who contract
for sale of their produce, and

- procedures for collecting under the
wholesale producer dealers trust, wherein
sellers have first right to proceeds
resulting from the dealers' sales of their
produce.

WHAT CAN THEY DO FOR ME?

The above resources can let you
know if help is available and can assist
you in receiving that help. They can also
investigate problems which occur and
take action to ensure that problems do
not occur.

WHAT CAN I DO?

1. Act now. Do not sit on your
rights. If you delay too long, your remedy
will likely be lessened or eliminated.
Acting qUickly works to the benefit of all
concerned. It prevents dealers from
getting into too much trouble. It helps you
maintain your farming operation. It
prevents other farmers from being
victimized by insolvent or untrustworthy
dealers.

2. Keep good records. If a claim
needs to be made, you must support your
claim with documents and other evidence
to show the amount which you are owed.

3. Don't give in to your dealer.
Some transactions are not protected by
the laws. If you grant a voluntary
extension of credit or give your buyer too
much time, you may lose your rights to
collect under a bond. While you may wish
to enter into an unprotected transaction,
make sure that you are doing so
voluntarily rather than being pressured
into doing it.
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ANY QUESTIONS?

If you have any questions about the
various protections provided or the laws
governing the transactions, call one of the
above numbers. Otherwise, call the
Minnesota Attorney General's Hotline at 1­
800-652-9747.



r FARMER-LENDER MEDIATI N

Minnesota farmers got a helping hand
from the 1986 legislature when it passed
the landmark Farmer-Lender Mediation
Act requiring farmers and their creditors to
mediate their differences before any legal
action can be taken by creditors. The
legislature has now extended the program
until July 1, 1993, although funding
cutbacks are necessitating the imposition
of user fees.

If farmers decide to exercise their right
to mediation, they can help their cases by
going into the mediation well prepared.
That means bringing to the meeting all of
the documents the mediator will need.
The following list includes most of what
will probably be wanted.

1. Bring a list of farm assets
including automobiles, machinery,
equipment, tools and the like, whether or
not they are mortgaged or used as
collateral on a loan. In addition, bring any
appraisal or loan inventory forms on such
property.

2. Bring a legal description of any
real property in which you have an
interest--for instance your homestead.
You can get this information by reviewing
your mortgages.

3. Bring documents showing your
income for the past three years. Include
any income you have received outside of
farming. Check your tax forms for this
information.

4. If you operate as an entity other
than as a family farm, or have been part of
a corporation or partnership within the
past six years, bring with you: a) the
corporation's or partnership's name and
address, b) the date you started doing
business and, if you ceased doing
business, that date as well, c) names and
addresses of the corporate officers,
stockholders or partners,. If there is a
corporate book or partnership agreement,
bring it. If you paid salaries and have
state and federal identification numbers,
list them as well.

5. In addition, note the names and
addresses of people who owe you
money. List the amounts and how long
they have had the credit and why.
Moreover, list everyone, including
relatives and friends, to whom you owe
money and include any collection
agencies collecting for a creditor.

6. Bring copies of the following: a)
financing statements from your county
recorder, b) security agreements and
mortgages from your lender, c) contracts,
and d) leases signed with creditors and
financial statements provided within the
past two years.

7. Finally, bring copies of legal
papers served on you, for example,
summons and complaints, notices of
mortgage foreclosures, or notices of
garnishment. If you have been divorced,
bring a copy of the judgment.

Local county Agricultural Extension
Service offices have computers which can
be programmed to prepare financial plans
for farmers called "Fin-Pacs. 1I Farmers
going into mediation would be wise to
take advantage of this program. If
farmers are working with the Farmers
Home Administration (FmHA), Extension
may also be able to help with DALR$ or
other FmHA financial analyses.

Mediators have been trained to assist
farmers and lenders in resolving farm
credit problems. Farmers and lenders
can locate a mediator to mediate their
farm credit problems by contacting their
local county agriculture extension office
for a list of mediators in their area.

If farmers or lenders have questions
about preparing the information for a
mediator, they can contact the local
county agriculture extension office.
Additional information is available to
farmers or lenders from the Attorney
General's Farm and Home Preservation
Hotline: 1-800-652-9747.



CHAPTER 12:
BANKRUPTCY LAW FOR FARMERS

Since 1986, financially strapped
Minnesota farmers have been able to take
advantage of what is known as Chapter
12 of the bankruptcy code. That law was
designed solely for the use of struggling
family farmers who need to reorganize
their debt to give them a chance to repay
those debts based upon current
appraised values of farm assets rather
than the face values of the debts.

Previously existing bankruptcy
reorganization options often could not
help family farmers. Chapter 13, the wage
earner plan, has debt limits which are set
too low for most farmers and is
unavailable to family farm corporations.
Chapter 11, designed for large
corporations, is extremely complex and
costly, and creditors can veto
reorganization plans.

Chapter 12 can be used by farmers
who derive at least 50% of their gross
income from farming and whose debt load
is no more than $1,500,000, at least 80%
of which (excluding the debt for a
residence) must arise from the farming
operation. Within ninety days of filing a
case under Chapter 12, the debtor must
file a plan with the Bankruptcy Court
which will generally provide for payments
to creditors over a period of three to five
years from the debtors' disposable
income (defined as total income less living
and operating expenses). Creditors can
object to the plan, but the court can
approve the plan if the requirements of the
law are met. If the plan is approved by the
Court, and the debtor complies with the
requirements of the plan, at the end of the
plan period, the debtor will receive a
discharge from all unsecured debts and
from the undersecured portion of secured
debts.

The major benefit to debtors lies in the
treatment of secured creditors.
Guaranteed repayment to them is based
upon the value of the collateral, rather

than the amount of the debt. This is
especially important where the value Of
the collateral has greatly declined since
the loan was made, as is often the case
with farmland. The secured debt remains
secured only to the extent of the security's
appraised value. The remainder of the
secured claim is then treated as an
unsecured claim. These and other
unsecured claims need only receive as
much under the plan as they would
receive if the debtor were to be liquidated
under Chapter 7 of the Bankruptcy code,
which is generally not much. Also, while
the plan is in effect, payments on secured
debts need only be at the rental value of
land or, for other assets, just enough to
protect the value of the property subject
to the security interest. If the plan does
not provide for payment of secured debt
in full during the plan period or the
surrender of secured property to the
creditors, the still secured portion of the
debt will continue. The remainder will be
discharged with other unsecured debts.

Successful completion of a plan will
require sacrifice, hard work and extensive
planning. The streamlined process and
short deadlines demands fast action by
debtors, attorneys financial advisors and
the courts. Individual plans and the law
as a whole will probably face strong
opposition from credit()fs. A debt()rwho
completes a plan, how~"er, can g~t a
fresh start.

Of course,· thecJ.~2i~i()n tdseeRhelp
from the bankruptcX9()yrtsis v~ry diffigult

~~~~~P~~~i;~~;~;~tr;~;':~.~.~~~~~iiJ~
explore, you needt(»tCilk.withieulattorney.
Checkthe Resource section of this
booklet for ideas on hoWto get the
attorney that is right for you.



MINNESOTA'S BAN ON CORPORATE AND ALIEN FARMING
AND FARM OWNERSHIP

Minnesota family farmers often hear
rumors about big corporations and limited
partnerships purchasing Minnesota farm
land or starting factory farm operations. In
the past few years, stories have also
spread about foreigners buying up huge
quantities of Minnesota farm land. Some of
these rumors have proven true, while
others have been groundless.

Minnesota's legislature has acted to
control such operations and to encourage
family farming. As a general rule, all non­
resident foreign citizens are prohibited from
directly or indirectly obtaining any interest
in Minnesota farm land. Further,
corporations and limited partnerships face
significant restrictions upon their ability to
buy agricultural land or to engage in
farming.

The restrictions on corporations and
limited partnerships are based upon a
common characteristic of these forms of
businesses. Investors in both have limited
liability for debts incurred by the business
operations. The Legislature felt that this
characteristic gives corporations and
limited partnerships an unfair advantage
over individual farmers who must risk
everything on their farming operation. This
advantage, it was feared, would allow
outside investors to artificially inflate farm
land values, drive out traditional family
farmers and threaten rural communities
and sound farming practices if any
corporation or limited partnership could
engage in farming.

Because it is limited liability and not just
bigness that is addressed by the law,
general partnerships are not regulated. A
general partnership is an organization
where the individual partners have the
same level of liability as they would if they
undertook the farming operation
individually. Therefore, general
partnerships are not regulated like limited
partnerships or corporations al1d may
operate like an individual farmer.

While the prohibition against alien land
ownership is almost total, there are
significant exceptions to the ban on farming
by corporations and limited partnerships.
Perhaps the largest exception is that which
allows family farm and authorized farm
corporations and limited partnerships to
engage in farming. This allows related
family members to incorporate existing
operations or to start operations, and lets
certain small (five or less members) limited
partnerships and corporations, realize the
benefits of these forms of organizations.

Perhaps the most visible of the other
exceptions to the general limitation, at the
current time, is the exception that allows
any corporation or limited partnership to
produce breeding livestock for resale to
other farmers. Under this exception,
numerous hog operations have recently
been started, which are intended to sell
gilts and boars to partnership or
corporation shareholders. A further major
exception allows any corporation or limited
partnership to raise poultry or poultry
products.

~~--------------------------------------



All corporations and limited
partnerships, are required to file annual
reports with the Minnesota Department of
Agriculture. The Department prepares an
annual report of corporate, limited
partnership and alien land holdings. You
can obtain information by calling the
Department of Agriculture at 296-8435.

Those who buy farmland in violation of
the law will be sued by the attorney general
and can be forced to sell the land and pay
substantial penalties, including criminal
sanctions. Those who fail to file required
reports or file them late must also pay a
$500 civil penalty.

The attorney general's office is
responsible for enforcing the corporate and
alien farm laws. The law is complicated
and, in addition to the exceptions
discussed above, there are numerous
exceptions to the general rule. If you have
questions or if you have reason to believe
that a corporation, limited partnership,
foreign national, or pension or investment
fund is violating this statute, contact the
Attorney General's Farm and Home
Preservation Hotline at (612) 297-4111 or

. toll free 1-800-652-9747.




